EKURHULENI METROPOLITAN MUNICIPALITY 
EXTRA ORDINARY COUNCIL MEETING 


2017.03.16 
ITEM A-F (20-2017) 


ERWAT DRAFT REVIEWED INTEGRATED DEVELOPMENT PLAN AND DRAFT 
MEDIUM-TERM REVENUE AND EXPENDITURE FRAMEWORK (MTREF): 2017/2018 TO 
2019/2020 

PURPOSE 

To submit ERWAT Draft Reviewed Integrated Development Plan and the Draft Medium-term 
Revenue and Expenditure Framework for the 2017/2018 to 2019/2020 financial period. 

STRATEGIC OBJECTIVE 

Promoting good governance 

WARDS AFFECTED 

All wards 

IDP LINKAGE 

All wards 


EXECUTIVE SUMMARY 

In terms of the legislative process, the IDP and budget must be tabled to Council by no later 
than 31®* March 2017 for endorsement so that the public participation processes can be 
commenced with during April 201 7. 

The draft budget attached to this report was reviewed by the Budget Steering Committee. 

It is important to provide for adequate consultation with all councillors (both executive and 
legislature) in the budget compilation process prior to the formal tabling of the draft budget in 
March 2017. 

Annexure A: Draft MTREF 


DISCUSSION 

Section 16 of the MFMA dealing with the tabiing of annuai budgets, inter aiia, reads as 
foiiows: 

1 ) The council of a municipality must for each financial year approve an annual budget 
for the municipality before the start of that financial year. 
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2) In order for a municipality to comply with subsection ( 1 ), the mayor of the municipality 
must table the annual budget at a council meeting at least 90 days before the start of 
the budget year. 

3) Subsection (1) does not preclude the appropriation of money for capital expenditure 
for a period not exceeding three financial years, provided a separate appropriation is 
made for each of those financial years. 

Section 24 of the MFMA dealing with the approvai of annuai budgets and, inter aiia, 
reads as foiiows: 

1) The municipal council must at least 30 days before the start of the budget year 
consider approval of the annual budget. 

2) An annual budget- 

a) must be approved before the start of the budget year; 

b) is approved by the adoption by the council of a resolution referred to in 
section 1 7(3)(a)(i); and 

c) must be approved together with the adoption of resolutions as may be 
necessary- 

i. imposing any municipal tax for the budget year; 
a. setting any municipal tariffs for the budget year; 

Hi. approving measurable performance objectives for revenue from each 
source and for each vote in the budget; 
iv. approving any changes to the municipality's integrated development 
plan; and 

V. approving any changes to the municipality's budget related policies. 

3) The accounting officer of a municipality must submit the approved annual budget to 
the National Treasury and the relevant provincial treasury. 

In terms of the legislative process, the I DP and budget must be tabled to Council by no later 
than 31®* March 2017 for endorsement so that the public participation processes can be 
commenced with during April 2017. 

The draft budget attached to this report was reviewed by the Budget Steering Committee. 

It is important to provide for adequate consultation with all councillors (both executive and 
legislature) in the budget compilation process prior to the formal tabling of the draft budget in 
March 2017. 

PROCESS FOLLOWED 

Background 

The key deadlines for the compilation of the IDP and Medium Term Revenue and 
Expenditure Framework (MTREF, or Budget) was submitted to Council for approval during 



EKURHULENI METROPOLITAN MUNICIPALITY 
EXTRA ORDINARY COUNCIL MEETING 


2017.03.16 
ITEM A-F (20-2017) 


August 2016 as required by section 21(b) of the MFMA. In terms of the approved key 
deadlines, the Draft IDP and Budget must be tabled to Council at the end of March 2017. 

Public Participation is scheduled for April 2017 with final adoption of the IDP and Budget 
during May 201 7. This means that this draft planning proposals which will be contained in 
the reviewed IDP and budget is not being put forward for either tabling or final approval, but 
is merely noted as a first draft that will be used as basis for the oversight committee 
engagements. 

IDP engaged meetings with each department during October/November 2016. This 
consisted of one-on-one engagement with Departments to discuss the SDBIP and finalize 
indicators and targets. The process also involves ensuring that Departmental outputs are 
aligned with national outcomes and the Growth Development Strategy 

The departments received budget compilation guidelines and templates to be submitted in 
support of their budget requests during October 2016. Departments duly complied and 
submitted their Operating and Capital Budget requests to the Finance department for 
consolidation during October 2016. Consolidation of the departmental input received and 
analysis of the requests took place during October 2016. 

IBALCO Meetings 

The IDP, Budget, Assets and Liabilities Committee (IBALCO) has been set up as a 
subcommittee of the City Manager’s Strategic Management Team (SMT) process. This 
committee is tasked with the technical evaluation of departmental budget requests. Meetings 
took place on a regular basis since the initial budget process started to consider all the 
matters affecting the compilation of the new budget. 

IBALCO meetings took place prior to all the Budget Steering Committee meetings in order to 
review documentation before submission to the Budget Steering Committee. 

Budget Steering Committee 

The Budget Steering Committee has been set up by the Executive Mayor in terms of section 
4 of the Municipal Budget and Reporting Regulations. 

The Budget Steering Committee is chaired by the MMC Finance, and all the members of 
Mayoral Committee are invited to the meetings. The Executive Mayor is an ex officio 
member of the Budget Steering Committee and attended several of these meetings. 

The results of the abovementioned process are presented in this item for further 
discussion at Oversight committees. 

Operating Budget 

The total original Company Net Operating Surplus for 2016/17 was R50 mil. For the draft 
multi-year budget of 2017/18, net operating surplus of R50 mil, R50 mil for 2018/2019 and 
R50 mil for the 201 9/20 financial years respectively will be realised. 
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Operating Income 

The tariff increase is 17.71%; however the total annual income increase will be 15.85% from 

201 6/1 7 to 201 7/1 8 financial year due to: 

• Interest income has increased by 37.45% 

• Operational revenue increased by 12.50% 

Operating Expenditure 

The total annual expense has increased by 16.88% 

Interest Expenditure 

• The Interest charges increased by 23.64%, due to additional Nedbank loan taken up 
and the last draw down took place in July 2016. 

Salaries and Board of Directors remuneration 

• Senior Managers increase will be 7.50%, which arises from a 7.50% annual increase 
on current senior staff. 

• Board remuneration will increase by 7.50% 

• Other salaried staff has increased with 13.06%, the increase is made up of the 
annual increase of 7.50% for current employees and ERWAT has planned to 
employee additional staff, which results in the 13.06% salary increase. 

Operational Costs: 

Operational costs have increased by 19.46% due to: 

• Road Transport /Local Travel - 40% increase: Transportation of Shift Workers to 
and from all 1 9 plants as required by law. 

• Security - 10% increase: There was an increase on security cost due to PSIRA 
regulated increases that happens yearly and also for posting of additional guards. 

• Insurance - 150% increase: ERWAT was under insured in the prior years. 

Bulk purchases: 

• Bulk purchases have increased by 5.22% that is line with inflation 

Depreciation: 

• Depreciation cost has increased by 80.80% due to the additions of capital assets and 
the componentization of the plants that was completed in 2015/2016. 
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OPERATING BUDGET 


Department 

DESCRIPTION 


FOO 

R'OOO 

ORG BUDGET 

FOO 

R'OOO 

ADJ BUDGET 

FOO 

R'OOO 

YEAR TO DATE 

FOO 

R'OOO 

PROJECTED 

F01 

R'OOO 

2017/18 

% 

B to B 

% 

Pto B 

% 

Of Total 

F02 

R'OOO 

2018/19 

F03 

R'OOO 

2019/20 

r FF F 





R I-' 

R I-' 

R 

R 1^ 

R j-' 

E 

E 

- 

R 

R 


ERWAT 


ERWAT 



INCOME 











ERWAT 



NON - EXCHANGE REVENUE 











ERWAT 



Transfers and Subsidies 

(50 354) 

(50 354) 

(15 406) 

(51 333) 

(50 000) 

(0) 

(0) 

0 

(50 000) 

(50 000) 

ERWAT 



- Operational: Allocations in Kind 






0.00% 

0.00% 

- 



ERWAT 



- Operational: Monetary 

(354) 

(354) 

(1 333) 

(1 333) 

- 

(0) 

0.00% 

- 

- 

- 

ERWAT 



- Capital: Alocations in Kind 






0.00% 

0.00% 

- 



ERWAT 



- Capital: Monetary 

(50 000) 

(50 000) 

(14 074) 

(50 000) 

(50 000) 

- 

- 

0 

(50 000) 

(50 000) 

ERWAT 



SUB TOTAL: NON - EXCHANGE REVENUE 

(50 354) 

(50 354) 

(15 406) 

(51 333) 

(50 000) 

(0) 

(0) 

0 

(50 000) 

(50 000) 

ERWAT 



EXCHANGE REVENUE 











ERWAT 



Service Charges 

(645 216) 

(645 216) 

(322 608) 

(645 216) 

(759 516) 

17.71% 

17.71% 

79.85% 

(904 469) 

(970 164) 

ERWAT 



Interest, Dividends and Rent on Land 

(2 040) 

(2 040) 

(6 885) 

(13 770) 

(2 804) 

37.45% 

-79.64% 

0.29% 

(3 189) 

(1 770) 

ERWAT 



Agency Services 






0.00% 

0.00% 

- 



ERWAT 



Operational Revenue 

(123 454) 

(123 454) 

(55 536) 

(123 454) 

(138 890) 

12.50% 

12.50% 

14.60% 

(137 063) 

(148 597) 

ERWAT 



Rental from Fixed Assets 






0.00% 

0.00% 

- 



ERWAT 



Sales of Goods and Rendering of Services 






0.00% 

0.00% 

- 



ERWAT 



SUB TOTAL: EXCHANGE REVENUE 

(770 710) 

(770 710) 

(385 029) 

(782 440) 

(901 209) 

16.93% 

15.18% 

94.74% 

(1 044 721) 

(1 120 531) 

ERWAT 



TOTAL INCOME 

(821 064) 

(821 064) 

(400 436) 

(833 772) 

(951 209) 

15.85% 

14.09% 

100.00% 

(1 094 721) 

(1 170 531) 

ERWAT 














ERWAT 



EXPENDITURE 











ERWAT 



Employee Related Costs 

281 358 

281 358 

127 607 

261 137 

317 991 

13.02% 

21.77% 

35.28% 

340 250 

364 068 

ERWAT 



Senior Management 

1 817 

1 817 

1 611 

2 857 

1 953 

7.51% 

-31 .64% 

0.22% 

2 090 

2 236 

ERWAT 



- SM - Salaries Allowances & Service Benefits 

1 817 

1 817 

1 611 

2 857 

1 953 

7.51% 

-31 .64% 

0.22% 

2 090 

2 236 

ERWAT 



Municipal Staff 

279 541 

279 541 

125 996 

258 281 

316 038 

13.06% 

22.36% 

35.07% 

338 160 

361 832 

ERWAT 



- MS - Salaries Allowances & Service Benefits 

279 541 

279 541 

125 996 

258 281 

316 038 

13.06% 

22.36% 

35.07% 

338 160 

361 832 

ERWAT 



Contracted Services 

- 

- 


- 

- 

0.00% 

0.00% 


r 


ERWAT 



- Outsource Services 






0.00% 

0.00% 

- 



ERWAT 



- Consultants and Professional Services 






0.00% 

0.00% 

- 



ERWAT 



- Contractors 






0.00% 

0.00% 

- 



ERWAT 



Operational Cost 

202 792 

202 792 

70 242 

224 417 

242 253 

19.46% 

7.95% 

26.88% 

353 389 

393 031 

ERWAT 



Inventory 






0.00% 

0.00% 

- 



ERWAT 



Bulk Purchases 

195 937 

195 937 

77 078 

195 937 

206 162 

5.22% 

5.22% 

22.88% 

220 593 

236 035 

ERWAT 



Interest Dividends and Rent on Land 

51 055 

51 055 

31 985 

51 055 

63125 

23.64% 

23.64% 

7.00% 

57 183 

51 847 

ERWAT 



Operating Leases 






0.00% 

0.00% 

- 



ERWAT 



Contribution for Bad Debt 

1 107 

1 107 

- 

1 107 

1 500 

35.54% 

35.54% 

0.17% 

1 500 

1 500 

ERWAT 



Transfers and Subsidies 


- 



r 

0.00% 

0.00% 

- 

r 

r 

ERWAT 



Depreciation and Amortisation 

38 816 

38 816 

19 778 

38 816 

70178 

80.80% 

80.80% 

7.79% 

71 805 

74 051 

ERWAT 



Discontinued Operations 






0.00% 

0.00% 

- 



ERWAT 



Contra Accounts Revenue 

- 

- 

- 

- 

- 

0.00% 

0.00% 

- 

- 

- 

ERWAT 



TOTAL EXPENDITURE 

771 064 

771 064 

326 690 

772 469 

901 209 

16.88% 

16.67% 

100.00% 

1 044 720 

1 120 531 

ERWAT 



DEFICIT /(SURPLUS) 

(50 000) 

(50 000) 

(73 745) 

(61 303) 

(50 000) 

0.00% 

-18.44% 


(50 000) 

(50 000) 

ERWAT 














ERWAT 



TOTAL GAINS AND LOSSES 

- 

- 

- 

- 

- 




- 

- 

ERWAT 



DEFICIT / (SURPLUS) AFTER GAINS AND LOSSES 

(50 000) 

(50 000) 

(73 745) 

(61 303) 

(50 000) 




(50 000) 

(50 000) 



EKURHULENI METROPOLITAN MUNICIPALITY 
EXTRA ORDINARY COUNCIL MEETING 

2017.03.16 

ITEM A-F (20-2017) 


Capital Budget 

ERWAT has the following projects in its Draft Capital budget for the multi-year period; capital 
expenditure is set to reduce up by 8% to ensure that the projects can take place with the 
cash flow available to ERWAT. 


OftTAl >UD6n 










PERIOO 201S/17* 






BUDGFTWDEFAirrMENT 

Depoftmen • 

PERtOO 201B/17 * 

iMlMd 

PERIOO 2017/1 -1 

^PEIttOO 2018/1 f 

PERIOO 2019/1 • 

PERIOD 2C20/:- 

PERIOO 2021/2* 


Corporate 








AOMINtSntATION 

servtct 



SSSOOOOO 

BO 000.00 

5O0OQ0O 

55 000.00 

SOOOOjOO 

RNANCC 

Rnanca 

ISO 000 

ISO 000.00 

156 000 

70 000 

50 000 

50 000 

50000 

PfASONNEl 

HR 


. 

940000 

110 000 

190000 

880 000 

900 OCO 

HEAD Offia • INFORIyUTION SYSTEMS • 

CE&IN 

IT 

tt2B4«l 

8S28 441.00 

8000000 

8 400000 

8820000 

9 261000 

9 724 050 

LABORATORY 

LAB 

3H1SOO 

3 761 SOO.OO 

3)00000 

2 205 000 

18S5 000 

89SOOO 

IISSOOO 

COMMERQAL BUSMESS 

LC8 

2011000 

2 on 000.00 

AOS 000 

310 000 

620000 

1400 000 

1200 000 

PUBLIC RSLATtONS 

Marketlfif 

ISO 000 

ISO 000.00 

300003 

200 000 

350 OOO 

250000 

400000 

HEAOOmCE-MOOmCE 

MO 

SO 000 

50 000.00 

235 000 

60000 

20 000 

30 000 

30000 

OPERATIONS 

PMO 

19 301 000 

133 IOC 522.08 






LOSS CONTROL DEPT 

PMO 

2SSA5 000 

25 545 000.00 

43 250003 

8500 000 

ssooooo 

12 000 000 


Arxor 

PMO 


- 

'800000 

1800 000 

700000 

13 000 000 

12 000000 

Benoni 

PMO 


- 

1200 OOQ 





CjH I 

PMO 



7 350 000 

1400 000 

5000 000 

14 000 000 


Otvtyton 

PMO 


. 

11880 000 





Oekema 

PMO 


. 

3860000 

900 000 




Devalopment j 

PMO 

€200 000 

€ 200 000.00 






Esther Park 

PMO 


- 

50000 


500000 



FLOW ' MONfTORINO AU Plar«ts ^ 

PMO 

1200 000 

1 200 000.00 






Hartebeestfontein ^ 

PMO 

ISOOOOO 

5 844 788.00 

17 210000 

10 585 000 

4600000 

5000000 

6200 (W 

Heideibee 

PMO 


. 

5 640 000 


3 500 000 



Herbert Skidiy 

PMO 


. 

5900000 





INETEORATEO SLUDGE BENEFICATION PUIpMO 

€0000 000 

€0 000 000.00 






lea Smuts 

PMO 


• 

390000 


2 000 000 


- 

IP Manis 

PMO 


. 

12450000 


3000 OOO 



New OFRo# Buildiftg 

PMO 

IS 000 000 

15 000 000.00 

1S800 000 

16 400 000 

14 8CCOOO 

- 

. 

FNwOutfell Sewer DOS 

PMO 

1900 000 

1500 000.00 






ONfants | 

PMO 

3000 000 

3 000 000.00 

12 500000 





RaUftda 

PMO 



2400000 


3100 000 

12000000 

6000000 

Romiebult 

PMO 



3 56000: 

- 

2000 000 


80000 

nffllBBO 

PMO 



4200000 


2000 000 



Tiakarw 

PMO 

3 000 000 

11 85€ €91.92 

100003 


2 100000 



vaaaMaati 

PMO 

€1000000 

32 000 000.00 

42 624 650 

14 727 411 

3 579 341 

1070000 

81101 

Waterval 

PMO 

JO 000 000 

2 000 000.00 

87603421 

7 500000 

2100000 



- J- .A-. 

aratfeoacni 

PMO 

1000 000 

B 000 000.00 

4600 OOC 

2 500 000 

2 100000 

1400 000 

2S 000 000 

SUPPLY CHAIN 

SCM 

1002 SOO 

1 002 500.00 

350 000 

371000 

393 260 

416 856 

441867 

TECHNICAi 

TECHNICAi 

IS 000 000 

15 000 000.00 

4850 000 

4 850 000 

4891500 

4550000 

3950000 

TOTAL CAPITAL REQUIREMENT 


33€20€M1 

S9€ 20€ 441.00 

509 259 071 

80 588 411 

71819101 

76 257 856 

67 265 018 

Capftaii Budf ct to Increase 





39 209 675 

47 989 719 

47 793 200 

S8S59 274 




PERIOD 2018/17- 

PERIOO 2017/18 

PERIOD 2018/19 

PERIOO 2019/20 

PERIOD 2020/21 

PERIOO 2021/22 

Fundiog 


336 206 441 

336 206 441 

309 2S9071 

120 178 066 

121 804 890 

124061056 

126824292 

Inteniai funding (Depn) 


130529159 

38832463 

70 573 636 

70 178 086 

71804890 

74051 056 

75 824 292 

Inlenia:’ funding 



91696696 

188 685 435 





Grant Ending 


50000000 

50 000 000 

50000000 

50 000 000 

50000000 

50000000 

50000000 

External ioans 


155 677 282 

155677262 








336 206 441 

336 206 441 

309 2S9 071 

120 178 086 

121 804890 

124 051 056 

125 824292 
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ORGANISATIONAL AND HUMAN RESOURCE IMPLICATIONS 

Strategic key positions were identified, and relevant personnel have been employed, and 
other positions are still to be addressed. 

FINANCIAL IMPLICATIONS 

ERWAT will have to look into taken out an additional long term loan to finance capital 
expenditure in the coming year. 

LEGAL IMPLICATIONS 

The tabling of the Budget in March 201 7 will be in the format as required by the MFMA for 
the tabling of budgets for public consultation. 

COMMUNICATION IMPLICATION 

None - for internal consultation process 

OTHER DEPARTMENTS/ BODIES CONSULTED 

Board of Directors, Department of Finance and of Transport 


RECOMMENDATION 

That the report regarding the Draft planning proposals for the Reviewed Integrated 
Development Plan and the Draft Medium-term Revenue and Expenditure Framework for the 
2017/2018 to 2019/2020 financial period of ERWAT BE NOTED. 



